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BEFORE  THE 


Interstate  Commerce  Commission. 


FURTHER  HEARING  OCTOBER  19, 1914. 
THE  FIVE  PER  CENT.  CASE. 


DOCKET  No.  5860. 

REVENUES  OF  RAIL  CARRIERS  IN  OF¬ 
FICIAL  CLASSIFICATION  TERRITORY. 


DOCKET  No.  333. 

INVESTIGATION  AND  SUSPENSION  OF 
RATE  INCREASES  IN  OFFICIAL  CLAS¬ 
SIFICATION  TERRITORY. 


PRESENTATION  BY 

W.  C.  MAXWELL 

OF  THE 

FINANCIAL  AND  OPERATING  STATEMENTS  FOR  THE  YEAR 
ENDED  JUNE  30,  1914,  IN  RELATION  TO  1913,  AND  TO 
THE  YEARS  1900  TO  1913,  INCLUSIVE,  FOR  THE 
CENTRAL  FREIGHT  ASSOCIATION  LINES. 


In  the  previous  hearing  in  this  case,  statements 
were  filed  on  behalf  of  the  Central  Freight  Asso¬ 
ciation  Lines,  summarizing  the  results  of  their  op- 
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erations  in  relation  to  capital  obligations  and  prop¬ 
erty  investment  for  the  years  1898  to  1913,  inclu¬ 
sive. 

The  figures  for  the  year  1914  are  now  available, 
and  statements  for  these  companies,  in  the  same 
detailed  form  as  heretofore  submitted,  are  now 
filed,  marked  Maxwell  Exhibit  No.  9.  For  the  pur¬ 
pose  of  comparison,  the  figures  for  1914  are  shown 
in  relation  to  those  for  the  preceding  year.  This 
exhibit  contains  first:  A  statement  covering  the 
thirty-eight  companies  comprising  Group  I  of  the 
Central  Freight  Association  Lines  (as  shown  in 
31  I.  C.  C.,  396)  ;  second,  a  statement  covering  the 
twenty-eight  roads  comprising  Central  Freight  As¬ 
sociation  Lines,  Group  III,  which  have  been  held 
by  the  Commission  in  Opinion  2741  as  “  representa¬ 
tive  of  local  conditions  in  that  territory;”  third, 
the  statement  of  the  individual  roads. 

Taking  up  first  Group  III,  the  typical  group, 
attention  is  called  briefly  to  the  following  points : 

Total  property  investment  in  1914  was  $1,499,- 
888,944,  the  largest  in  the  history  of  these  com¬ 
panies,  and  an  increase  of  $18,190,993  over  1913. 

Operating  revenue  in  1914  was  $270,770,264,  or 
1.86  per  cent  less  than  in  1913,  but  otherwise  the 
largest  in  the  history  of  the  group. 

Operating  expenses  in  1914  were  $228,758,261,  an 
increase  of  $10,698,654  over  1913  (notwithstand¬ 
ing  the  smaller  amount  of  business  handled) ,  and 
are  the  largest  in  their  history. 

The  ratio  of  operating  expenses  to  operating  rev- 
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enue  in  1914  was  84.48,  being  5.45  over  1913,  and 
much  the  highest  ratio  yet  experienced. 


Year.  Ratio. 


Year.  Ratio. 


1903  68.57 

1904  71.35 

1905  71.88 

1906  70.38 

1907  70.70 

1908  74.36 


1909  72.57 

1910  72.61 

1911  75.47 

1912  78.80 

1913  79.03 

1914  84.48 


The  net  operating  revenue  was  $42,012,003,  a 
decrease  of  $15,838,365,  as  compared  with  1913, 
and  was  the  smallest  shown  in  the  past  12  years. 

It  will  be  noted  that  a  decrease  of  less  than  2 
per  cent  in  operating  revenue  in  1914  as  compared 
with  1913,  coincident  with  an  increased  expense, 
due  in  a  large  measure  to  higher  basis  of  operating 
costs  in  the  industry,  resulted  in  an  increase  of 
5.45  in  the  operating  ratio,  and  a  decrease  of  27.38 
per  cent  in  the  net  operating  revenue. 

Taxes  in  1914  were  $11,826,898,  an  increase  of 
$1,197,892  over  1913.  This  item  was  $6,746,000  in 
1903,  showing  an  increase  in  each  succeeding  year. 

Net  operating  income  in  1914  was  $19,391,324, 
a  decrease  of  $19,299,824  compared  with  1913,  and 
was  by  far  the  smallest  in  ten  years. 

Net  corporate  income  was  a  deficit  of  $16,- 
007,093,  which  shows  a  decrease  of  $19,690,536  com¬ 
pared  with  1913,  and  was  the  smallest  in  the  history 
of  the  group. 

Dividends  paid  were  $7,711,156,  a  decrease  of 
25.44  per  cent  from  1913,  and  were  the  smallest 
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in  the  period  1903  to  1914.  The  average  rate  on 
capital  stock  was  1.36  per  cent,  also  the  lowest  rate. 


Return  on  Property  Investment . 


In  1914  the  ratio  of  net  operating  income  to 
property  investment  was  only  1.29  against  2.61  in 
1913- — this  ratio  also  being  the  lowest  in  any  of  the 
twelve  years. 


Year. 

Ratio. 

Year. 

Ratio. 

1903 

4.23 

1909 

3.17 

1904 

3.84 

1910 

3.64 

1905 

3.63 

1911 

3.14 

1906 

3.85 

1912 

2.45 

1907 

4.24 

1913 

2.61 

1908 

3.16 

1914 

1.29 

It  will  be  noted  that  this  ratio  was  much  lower  in 
1914  than  in  the  years  which,  as  pointed  out  by  the 
Commission,  were  years  of  “  Dullness  and  inac¬ 
tivity,”  namely  1904,  1908,  and  1911,  when  it  was 
respectively  3.84  per  cent,  3.16  per  cent,  and  3.14 
per  cent. 


Surplus  or  Margin. 


Since  1910  Group  III  has  had  no  unappropri¬ 
ated  surplus,  but  a  deficit  now  amounting  to  $72,- 
080,529.  The  figures  for  the  past  few  years  are : 


1910  .  $2,094,034  Surplus 

1911  . . ,  18,574,927  Deficit 

1912  . . .  28,180,578  Deficit 

1913  . 49,741,649  Deficit 

1914  .  72,080,529  Deficit 
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Group  I. 


The  foregoing  figures  cover  Group  III,  held  by 
the  Commission  to  be  typical  of  local  conditions  in 
Central  Freight  Association  Territory.  The  show¬ 
ing  for  Group  I  is,  however,  relatively  the  same. 

Total  property  investment  for  Group  I  increased 
in  1914  over  1913  $45,964,000  to  $2,336,000,000. 

Operating  Revenues  in  1914  were  $513,409,000, 
being  $23,768,000  or  4.44  per  cent  less  than  in  1913, 
but  with  exception  of  1913  the  largest. 

Operating  expenses  in  1914  were  $411,884,000, 
an  increase  of  $11,019,000  over  1913  (notwithstand¬ 
ing  the  smaller  amount  of  business  handled),  and 
the  largest  in  fifteen  years. 

The  ratio  of  operating  expenses  to  operating 
revenues  in  1914  was  80.23,  being  5.62  points  over 
1913,  and  much  the  highest  ratio  shown  in  fifteen 
years. 


Year. 

Ratio. 

Year. 

Ratio. 

1903 

69.40 

1909 

69.38 

1904 

72.11 

1910 

68.82 

1905 

71.65 

1911 

72.64 

1906 

69.23 

1912 

73.38 

1907 

70.06 

1913 

74.61 

1908 

71.45 

1914 

80.23 

The  net  operating  revenue  was  $101,500,000,  a 
decrease  of  $35,000,000  compared  with  1913,  and 
was  the  smallest  shown  since  1905. 

It  will  be  noted  that  a  decrease  of  less  than  five 
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per  cent  in  operating  revenue  in  1914,  as  compared 
with  1913,  coincident  with  an  increased  expense, 
resulted  in  an  increase  of  5.62  in  the  operating 
ratio,  and  a  decrease  of  25.57  per  cent  in  the  net 
operating  revenue. 

Taxes  in  1914  were  $23,200,000,  an  Increase  of 
$2,760,000  over  1913. 

Net  operating  income  in  1914  was  $65,211,000,  a 
decrease  of  38.78  per  cent  compared  with  1913,  and 
was  the  smallest  since  1902. 

Net  corporate  income  was  $12,072,821,  against 
$57,095,387  in  1913,  which  shows  a  decrease  of  78.85 
per  cent  compared  with  1913,  and  was  by  far  the 
smallest  since  1900. 

Dividends  paid  were  $34,321,000,  a  decrease  of 
15  per  cent  from  1913.  The  average  rate  on  capital 
stock  was  3.65  per  cent. 


Return  on  Property  Investment. 


In  1914  the  ratio  of  net  operating  income  to 
property  investment  was  only  2.79  against  4.65  in 
1913,  this  ratio  also  being  the  low  mark. 


Year. 

Ratio. 

1903 

4.90 

1904 

4.38 

1905 

4.44 

1906 

5.18 

1907 

5.49 

1908 

4.59 

Year. 

Ratio. 

1909 

4.63 

1910 

5.48 

1911 

4.47 

1912 

4.30 

1913 

4.65 

1914 

2.79 
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It  will  be  noted  that  the  ratio  was  much  lower 
in  1914  than  in  the  years  which  have  been  noted 
as  years  of  “  dullness  and  inactivity,  ’  *  namely, 
1904,  1908,  and  1911,  when  it  was  respectively  4.38 
per  cent,  4.59  per  cent,  and  4.47  per  cent. 
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